Evaluating Art: the issues to consider by Poulios, Christos
  
 
 
Evaluating Art: The Issues 
to Consider 
 
Poulios Christos 
 
 
SCHOOL OF ECONOMICS, BUSINESS ADMINISTRATION & LEGAL STUDIES 
A thesis submitted for the degree of  
Master of Arts (MA) in Art, Law and Economy 
 
 
 
 
Month 2016 
Thessaloniki – Greece 
 
 
 
 
 
  
 
Student Name:  Poulios Christos 
SID:  2202150010 
Supervisor: Prof. Anastasia Grammatikaki 
 
 
 
 
 
 
I hereby declare that the work submitted is mine and that where I have made use of 
another’s work, I have attributed the source(s) according to the Regulations set in the 
Student’s Handbook. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Month 2016 
Thessaloniki - Greece 
 
  
Abstract 
This dissertation was written as part of the MA in Art, Law and Economy at the Inter-
national Hellenic University.  
This dissertation paper explores the mechanisms of the evaluation of art regarding 
both its economic values and non-economic values, the interrelationship that may ex-
ist between these two groups of values, and as well the issues that arise through the 
evaluation processes. Taking into account various perspectives on the art market re-
lated to the art’s value and examines the issues that may arise. 
The first chapter introduces the values that works of art incorporate and how these 
values integrate into the art market. The second chapter presents an examination of 
the structure of the art market, the mechanisms of pricing a work of art, as well the 
factors that may cause variations in the prices. In conjunction with the matter, the is-
sues of art’s value and status in the art market that arise, are also examined. The  next 
chapter deals with the artists’ incentives, behavior in the art market and legal issues 
surrounding the works of artists today. The fourth chapter examines the uncertainties 
and risks that exist in the art market. The last chapter analyses the forms of competi-
tion that take place among artists, galleries and various participants in the art market.  
Finally, I would like to thank my supervisor, Prof. Grammatikaki, for the suggestion of 
the topic, her guidance, and advice. 
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Preface 
Combining my Economics Bachelor and the Master of Art, Law and Economy, I am able 
to follow an interesting field to me. This paper offers an introduction to the people 
who are interested in the values incorporated in art, the pricing mechanisms, and fo-
cuses on issues that may arise during the evaluation and market processes of the art 
market, its participants and the institutions that exist in the art market.  
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Introduction 
Art is part of our culture and our everyday life. Art incorporates symbolic values, cul-
tural and historical significance, and values coherent with our personal and aesthetic 
experience. However, art is also part of a commercial market. Before moving to the 
main text of this paper, a definition of art and culture could prove helpful.  
A Definition of Art and Culture 
Cultural goods, works of art or in general art come within the subject of culture. What 
is culture and art, is a fundamental question in the disciplines of art theory, art history, 
philosophy, aesthetics, sociology, and anthropology.1 Culture penetrates the everyday 
life of people, varies among geographical locations and history of each. Culture is also 
affected by the environment in which individuals develop.2 There is not a common def-
inition. It is often the case that if not commonly defined in particular circumstances, it 
gives rise to confusion and disputes.3 Although a definition may be difficult, several 
aspects of the concept of culture could be at use. A broad interpretation of culture 
would be a set of beliefs, attitudes, and values inherent in a group of people or a socie-
ty that share between them.4 Meaning that there is a social culture, religious culture, 
national culture and so on.  
                                                 
1 Throsby, D. (2006). Introduction and Overview. In: V. Ginsburgh and D. Throsby, ed.,  
Handbook of the economics of art and culture Vol. 1, 1st ed. Amsterdam: Elsevier North-
Holland, p.6. 
2 Jackson, W. (2009). Economics, culture and social theory. 1st ed. Cheltenham, UK: 
Edward Elgar, p.15-18. 
3 Supra note 2, p.16. 
4 Supra note 1. 
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In Dickie’s words:  a work of art in the classificatory sense is (1) an artifact (2) a set of 
aspects, of which has conferred upon it the status of candidate for appreciation by 
some person or people acting on behalf of a certain social institution (the art world)5. 
Culture often correlates with the arts. One might distinguish between high-culture art 
and low-culture art.6 High-culture art is considered serious and worthy fine art, where-
as, low-culture art is thought as commercial and popular art.7  Art, as part of culture, 
can be divided into the performing arts, such as musical concerts, theatrical perfor-
mances, and the visual arts, such as painting, photography, and sculpture. Though, cer-
tain attributes can be observed in art as a cultural good or service.8 Art is a product of 
the creativity of an individual or a group of people. Art is an experience good, where 
the more you consume, the more you cultivate your taste. Furthermore, art and cul-
tural goods can be symbolic, either for an individual or the public at large. Art is a pub-
lic good with public properties, for example, if a work of art, is exhibited in a museum 
and visited by many during the day.9 Art as a public good can have some positive ef-
fects on society in total. Art embodies values which are not sufficiently measured in 
economic values. There is a conflict when it comes including art and culture in eco-
nomic issues related to the arts. Economics relate to issues such as production, distri-
bution, price and so on. Although a definition of artistic culture would reject any of 
these as they are not considered artistic activities.10  The main focus of this paper will 
be in the visual arts and not the performing arts as different principles apply.  
                                                 
5 Dickie, G. (1974). Art and the aesthetic: an institutional analysis. Ithaca, N.Y., Cornell 
University Press, p.34. 
6 Supra note 2, p.18. 
7 Supra note 1. 
8 Supra note 1, p.7. 
9 Stein, J. (1977), The Monetary Appreciation of Paintings. Journal of Political Econo-
my, Vol. 85 no. 5, pp. 1021-1036 
10 Supra note 2, p.19. 
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The Evaluation of Art. 
Art as part of our society and history associated with particular moments in history, 
symbols, society’s beliefs, practices and much more. However, today it is also part of 
an international art market and ingrains commercial values and monetary values.  
The Dual Nature of Art. 
Art or in general cultural goods are subject to two controversial values, economic val-
ues, and non-economic values. Art is part of the market and many trying to establish 
the value of art, use its monetary particularities that have at a given time. Though, art 
is not just a commodity that often carries a high monetary value or accompanied by a 
high price as somebody may notice in the media highlighting the sale of a painting 
costing millions. Art carries an aesthetic value that may have a big influence on an indi-
vidual, thus making it important for him/her. This aesthetic value is an intrinsic value 
that each work of art may carry. It is both subjective and objective as art and works of 
art can be considered important for most of the world and society as a heritage that 
we inherited during the course of time. Not only art is considered as a financial asset 
that generates profits through resale, but also it generates positive externalities 
through its consumption of its aesthetic, symbolic, social and personal values integrat-
ed into art.11 Both these values may change over time as the factors determining them 
are constantly changing such as the taste for works of art.12  The economic value is an 
extrinsic value reflected in the price of the market. Lots of variables may affect the 
price such as demand and supply, place and the time of the sale or size and materials 
used and so on as we will see later on. On the other hand, artistic views on art and cul-
                                                 
11 Gérard-Varet, L. (1995). On pricing the priceless: Comments on the economics of the 
visual art market. European Economic Review, 39(3-4), pp.509-518. 
12 Findlay, M. (2012). The value of art. 1st ed. Munich: Prestel, p.9. 
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ture may not be in favor of treating art as a commercial good, because money con-
nects to the arts in a negative way and renders art part of capitalism and commercial-
ism.13  The economic value and aesthetic value of works of art differentiates them 
from simple commodities, but also raises some important issues regarding the value 
and status of art today. 
The Values of Art. 
Art distinguishes from other objects and goods that constitute part of the market. It 
embodies values that are not directly and accurately comprehended or measured. 
However, these values, economic and non-economic, make for the total appreciation 
and evaluation of the arts today. 
Non-Economic Values, Aesthetic Value. 
Art receives a special position. Every work of art has specific physical properties, a 
sculpture for example that was made of marble. When the artist finishes his work of 
art, the work itself will consist of physical properties, such as dimensions and the 
marble, but it will also consist of by representational properties.14 Works of art are 
products of culturally informed labor.15 A work of art is considered to have an 
aesthetic value. Additionally, art can be an experience to people who “consume” a 
specific work of art or art in general. The experience of art, derived from consumption, 
could stimulate emotions that a person may feel from viewing a painting for example, 
or in the performing arts, emotions from attending a musical concert or watching a 
film. The consumption of art may give its consumers an experience, thus making art 
subject to each person’s objectivity and subject to his/her feelings about a work of art. 
The experience of art creates a personal value to people. This objective experience 
                                                 
13 Klamer, A. (1996). The value of culture. 1st ed. Amsterdam: Amsterdam University 
Press, p.7. 
14 Tilghman, B. (1984). But is it art? 1st ed. Oxford [Oxfordshire]: B. Blackwell, p.106. 
15 Id.  
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gives works of art an intrinsic value to its consumers. The evaluation of works of art by 
people may also rely on how others may feel about art and the pleasure of owning it.16 
Or in general, the emotions and memories that may evoke upon them.17  Appreciation 
for art, and later establishing a personal value on art, may stem from the social and 
educational background of individuals.18 
Economic Values 
In modern times, art may be considered by some as the highest that humanity offers, 
some may see it as simple commerce. Art may carry an important intrinsic and 
symbolic value, however, it is produced by individuals or a group in the general 
framework of the economy.19 In such context, artists in the production of their works 
meet the challenges and costs of material constraints, but also we cannot exclude the 
fact that some of the artists may do it exclusively for profit.20 It is worth mentioning 
that the content of some works of art may reflect economic aspects either personal or 
not.21 
Art from its nature is unique. Each work of art possesses certain attributes that 
separate one artwork from another even if the works of art are similar.  A work of art is 
considered a commodity or a transaction good when it enters the market for trade 
                                                 
16 Bloom, P. (2010). How pleasure works. 1st ed. New York: W.W. Norton, p.101. 
17 Id. 
18 Findlay, M. (2012). The value of art. 1st ed. Munich: Prestel, p. 85. 
19 Heilbrun, J. and Gray, C. (2001). The economics of art and culture. 2nd ed. New York: 
Cambridge University Press, p.3. 
20 Id. 
21 Kavolis, V. (1965). Art Content and Economic Reality. American Journal of Economics 
and Sociology, 24(3), pp.321-329. 
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either locally, regionally or internationally, whatever its origin.22 Such transactions 
involve the payment of a sum of money in exchange for the ownership of a work of art. 
The price that a work of art receives in a given time in the market reflects mostly its 
economic value but also indicates a reflection on its non-economic values. Art, apart 
from the aesthetic and social value it carries, it is often seen as an investment or a 
financial asset of wealth.23 A work of art worth of a large sum of money maintains its 
value through the years and has some returns if sold again.24 Furthermore, the price 
acts as a quality indicator of the purchase of a work of art.  
Issues in the Integration of Values of art.  
The relationship between economic and non-economic, artistic and cultural values has 
a long history of debate. Starting from Aristotle and Plato, with the value being associ-
ated with divine pleasure while economic values reduced to the practical arts.25 With 
the rise of some authors, such as Adam Smith and David Hume, from the seventeenth 
to the nineteenth century, there were some developments in the area of value, intro-
ducing utility from the beauty and experience we get from art. Works of art, as proper-
ties, may not provide revenues, but through their consumption, the user can derive 
some utility, such as pleasure.26 Aesthetic philosophy was separating itself from non-
                                                 
22 Robertson, I. (2005). Understanding international art markets and management. 1st 
ed. London: Routledge, p.15. 
23 Towse, R. (2011). A handbook of cultural economics. 1st ed. Cheltenham, UK: Ed-
ward Elgar, pp.33-34.   
24 Klamer, A. (1996). The value of culture. 1st ed. Amsterdam: Amsterdam University 
Press, p.14. 
25 Hutter, M. and Throsby, C. (2008). Beyond price. 1st ed. Cambridge: Cambridge Uni -
versity Press, p.1. 
26 Angelov, I. and Fischer, A. (2008). ART A New Alternative Investment Vehicle? An 
analysis of Art as an investment opportunity for institutional investors . Copenhagen Business 
School. 
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artistic activities and especially the commercial world.27 Today, evaluation in the arts 
seems to take more factors combined. Economic and non-economic factors are taken 
into consideration to understand the value of art. Compared to other assets or eco-
nomic goods, the evaluation process of art tends to be different but also difficult. 
Works of art cannot be valued only by the physical properties. But also from taste, 
popularity, history and provenance, and especially through the aesthetic and social cri-
teria it meets. The aesthetic dividends stemming from exposure to art are not negligi-
ble to their total value. It must be said that non-economic values such as the aesthetic 
value of art, is almost impossible to be quantified. 28 An estimation of the value of a 
work of art runs through qualitative criteria, yet experts, doing the evaluation can be 
subjective, thus, not always accurate.  
 
 
 
 
 
 
                                                 
27 Heilbrun, J. and Gray, C. (2001). The economics of art and culture. 2nd ed. New York: 
Cambridge University Press, pp.2-3. 
28 Aznar, J. and Guijarro, F. (2006). Modelling aesthetic variables in the valuation of 
paintings: an interval goal programming approach. Journal of the Operational Research Society, 
58(7), pp.957-963. 
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The Art Market’s Art 
The art market may take many forms among its various market sectors. All the actors, 
key players, and institutions interact with each other to create value through art either 
with financial incentives or not.  
Structure of the Art Market 
 
Art trade has developed over the years as part of an international market. Technologi-
cal advances, markets’ convergence, and various other factors have contributed to this 
development. Art reached a bigger audience and attracted more people in the art 
market, although it is worth mentioning that a part of the art market reaches export 
restrictions between countries. Though, I will mainly focus on the free of restrictions 
art market. The art market is still a rather complex market, as not much reliable data 
can be observed through its transactions, with the exception of auction houses sales, 
which are open to the public.  A need for privacy regarding exchanges of works of art 
may raise. Dealers and galleries follow certain rules and practices regarding confidenti-
ality. The art market is a special case in the general framework of the market economy, 
as no homogenous products are offered.29 Meaning that many works of art are one of 
a kind and no substitutes are available, except in some cases such as the prints. Even 
two works with a similar theme and by the same artist could be considered imperfect 
substitutes, as both are unique.30  Works of art are heterogeneous and do not act as 
substitutes for each other. That creates obstacles observing tendencies in the art mar-
ket and its mechanisms. In theory, ancient, old masters and classical art market’s sup-
ply is limited and valued through rarity and history, while on the contemporary art 
                                                 
29 Towse, R. (2011). A handbook of cultural economics. 1st ed. Cheltenham, UK: Ed-
ward Elgar, p. 35. 
30 Baumol, W. (1985). Unnatural Value: Or Art Investment as Floating Crap Game. 
Journal of Arts Management and Law, 15(3), pp.47-60. 
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market the supply is unlimited and uncertainty takes over the market’s evaluation pro-
cesses.31 Based on the works of art the contemporary art market can be separated into 
four markets: The classical-contemporary art, the avant-garde market, the alternative 
and the junk-art market.32 With the latter massively producing art for commercial and 
decorative reasons.  The biggest part of the international art market consists of auction 
houses. New York and London take the lead by auction turnovers.33 Although some 
auction houses may cover the biggest part of the international art trade, specifically in 
the secondary art trade, they are also local art trade centers as well. In 2015 the global 
art market reached $63.8 billion in total sales, affirming the U.S. as the art market 
leader by taking 43% of shares total values of the global art market.34 Followed by the 
U.K. with 21% and China with 19%.35 And by sector, the post-war and contemporary 
art sector overtook with 46% of market value and 41% by volume the art market.36 
We can mainly distinguish two segments of the market for artworks. The primary mar-
ket and the secondary market. Furthermore, there are two more market segments, the 
                                                 
31 Moulin, R. (1994). The Construction of Art Values. International Sociology, 9(1), pp.5-
12. 
32 Zorloni, A. (2013). The economics of contemporary art. 1st ed. Berlin: Springer, 
pp.38-42. 
33Artprice.com. (2016). Market geography - The Contemporary Art Market Report 
2016. [online] Available at: http://www.artprice.com/artprice-reports/the-contemporary-art-
market-report-2016/market-geography 
34 Kinsella, E. (2016). TEFAF 2016 Art market report-artnet News. [online] Available at: 
https://news.artnet.com/market/tefaf-2016-art-market-report-443615 
35Id. 
36  Forrest, N. (2016). 2016 TEFAF Art Market Report Shows US Increase, Global 
Drop | Artinfo. [online] Artinfo. Available at: http://ende.blouinartinfo.com/news/story/13509
39/2016-tefaf-art-market-report-shows-us-increase-global-drop 
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tertiary art market, and the illicit art market.37 The primary market consists of works 
that appear in the market for the first time. New and not well-known artists, also quite 
well-known artists sell their new works on the primary art market. This market seg-
ment involves artists’ studios, galleries, art fairs and so on.38 Also, there are cases that 
the artists are already deceased before their works are discovered, and enter the mar-
ket, such as the case of the paintings of Van Gogh.39 Furthermore, there are buyers 
and dealers that try to speculate on certain artists so they can profit from the appreci-
ation of the certain artist and his/her work in the future. Purchasing or investing in art 
in the primary art market might prove risky, as the works of art acquired may not 
reach the possible market expectations. The least amount of effort and time getting 
the knowledge and information of what you buy is needed. Although, individual taste 
and decoration as total determinants of each purchase may prevail.40  
                                                 
37Robertson, I. (2005). Understanding international art markets and management .  1st 
ed. London: Routledge, p.18. 
38 Heilbrun, J. and Gray, C. (2001). The economics of art and culture. 2nd ed. New York: 
Cambridge University Press, p. 169. 
39 Robertson, I. (2005). Understanding international art markets and management. 1st 
ed. London: Routledge, p.18. 
40 Heilbrun, J. and Gray, C. (2001). The economics of art and culture. 2nd ed. New York: 
Cambridge University Press, pp.169. 
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The secondary market 
consists mostly of auction 
houses and dealers and 
works at an international 
level. Works of art on the 
secondary market often 
originate from well-known 
and already established ar
tists, in life, deceased or 
long deceased.41  The ac-
quisition of works of art 
and exchanges of ownership is not rare due to various reasons. In contrast to the pri-
mary market, information and knowledge about works of art is already established and 
widely available, as well as buyers seem to know more about their preferences on 
art.42 It is worth mentioning that information costs have largely reduced over the 
years.43 Works of art re-entering the secondary market through auction houses consist 
of the tertiary market where there is a concession with the secondary market as a pro-
cess of recycling.44 The highest record sale of an auction house holds it the painting by 
Pablo Picasso, “The Women of Algiers” (See above picture), with a price of $179.4 mil-
                                                 
41 Goodwin, J. (2008), The international art markets, 1st ed. London: Kogan Page Ltd, p. 
6. 
42 Heilbrun, J. and Gray, C. (2001). The economics of art and culture. 2nd ed. New York: 
Cambridge University Press, pp. 171-172. 
43 Heilbrun, J. and Gray, C. (2001). The economics of art and culture. 2nd ed. New York: 
Cambridge University Press, p. 172. 
44 Singer, L. and Lynch, G. (1994). Public choice in the tertiary art market. Journal of 
Cultural Economics, 18(3), pp.199-216. 
Pablo Picasso. “The Women of Algiers”, 1955. Oil on Canvas, 114 cm x 146.4cm. Private 
collection of Hamad bin Jassim bin Jaber Al Thani, Doha, Qatar (source: 
http://www.mirror.co.uk/news/world-news/pablo-picass os-wome n-a lgi ers-se ll s-
5681985 )  
 
  -14- 
lion.45 The supply of works of art depends on the number of artists and their productiv-
ity. Whereas the demand for works of art builds upon the interrelationships of actors 
and “key players” in the art market, such as individual collectors, art dealers, art con-
sultants, banks, museums, and institutes. Much more play their role in the art market, 
like corporate art collectors. The art market can also separate into two different seg-
ments. The organized art market which is consisted mostly by international auction 
houses and engages in the international art market and the unorganized art market. In 
the latter, you may be able to find bargains, in which there is a chance that the seller is  
under-valuating the work of art, although you know what it’s worth might be. Thus 
leading to information asymmetry and may create higher returns than the normal re-
turns of works of art in comparison to the organized and the international art market 
where information is widely available and returns do not vary so much.46 Such bargains 
can be found anywhere, such as a flea market. Luck can prove a crucial component in 
finding such bargains as much as experience and knowledge about art. Works of art 
can be separated as well into museum quality works of art and not. Usually, it is al-
ready established and not new art. As museums need to gather specific works of art in 
order to complete, enhance, enrich their collection of art or even of a specific artist. 
This has as result, due to the nature of the circumstances and the art market, that mu-
seums need to pay more in order to win over the competition existing in the market 
for the certain pieces of art.47 
                                                 
45 The Guardian. (2015). Modigliani's Reclining Nude fetches second-highest ev-
er art auction price. [online] Available at: https://www.theguardian.com/artanddesign/2015/n
ov/10/modiglianis-reclining-nude-fetches-second-highest-ever-art-auction-price .   
46 Coffman, R. (1991). Art investment and asymmetrical information. Journal of Cultur-
al Economics, 15(2), pp. 83-94. 
47 Pommerehne, Werner W., And Lars P. Feld. (1997) The Impact of Museum Purchase 
on the Auction Prices of Paintings. Journal of Cultural Economics, 21(3), pp. 249–271.  
http://www.jstor.org/stable/41810638  
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Supply 
The supply side of the art market consists of various segments. Each in their nature is 
complex and acts with different rules and on different principles. As works of art are 
heterogeneous and the market develops along with new technologies, the participants 
of the supply side try to find ways to adapt to the new situations.  
Auctions 
The auction system is the most effective system in the art market to see what are the 
public’s preferences in art. auction houses sales usually include the most prominent, 
important and high priced works in the art market and the information about each sale 
is widely available. 48 An auction is a market institution with an explicit set of rules de-
termining resource allocation and prices on the basis of bids from the market partici-
pants.49 The lead auction houses in the international art market are Sotheby’s and 
Christie’s. It is interesting to notice that China’s auction houses rank in the top 10 after 
New York’s and London’s auction houses .50 Thus, most auction sales are conducted by 
the rules of the English auction system.51 Another name would be “ascending price” 
auctions.52 As defined by its name the lot will start at a low price and its price will in-
                                                 
48 Ashenfelter, O. and Graddy, K. (2006). Art Auctions. In: V. Ginsburgh and D. Throsby, 
ed., Handbook of the economics of art and culture Vol. 1, 1st ed. Amsterdam: Elsevier North-
Holland, p. 911. 
49 McAfee, R. Preston, and John McMillan. (1987) Auctions and Bidding. Journal of Eco-
nomic Literature, 25(2), pp. 699–738. http://www.jstor.org/stable/2726107. 
50http://www.artprice.com/artprice-reports/the-contemporary-art-market-report-
2016/market-geography 
51 Towse, R. (2011). A handbook of cultural economics. 1st ed. Cheltenham, UK: Ed-
ward Elgar, p.19. 
52 Ashenfelter, O. and Graddy, K. (2006). Art Auctions. In: V. Ginsburgh and D. Throsby, 
ed., Handbook of the economics of art and culture Vol. 1, 1st ed. Amsterdam: Elsevier North-
Holland, p.912. 
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crease by the interested bidders by bidding. That is, till there are no other bids and the 
item is “knocked down” at the “hammer price”.53 Furthermore, the sellers that decide 
to sell through an auction house set a reserve price for the lot, that is between them 
and the auction house. The seller of a work of art has a monopoly over the specific 
work of art as it is unique.54 The reserve price remains secret, and if the offers do not 
surpass this price, the items will go unsold or as called by the auctioneers, “bought-
in”.55 The item will be either for sale at a later auction, try to sell it elsewhere, or re-
moved from the market. If no sale takes place in an auction regarding an item, the 
item’s price is damaged afterward. It is worth mentioning, that different rules and 
practices may apply depending on the location of the auction sales. Not all auction 
houses are obliged to announce whether an item sold.56 Auction houses charge com-
missions to both sellers and buyers, called “seller’s commission” and “buyer’s premi-
um” accordingly. 57 The buyer’s premium is around 12% to 25% of the “hammer price” 
depending on various factors. The final price for the buyers is the “hammer price” plus 
the “buyer’s premium. Also, the seller’s commission is often 10% of the hammer price 
but can differ as it is open to negotiation between the auction house and the seller. 
                                                 
53 Towse, R. (2011). A handbook of cultural economics. 1st ed. Cheltenham, UK: Ed-
ward Elgar, p.19. 
54 Baumol, W. (1985). Unnatural Value: Or Art Investment as Floating Crap Game. 
Journal of Arts Management and Law, 15(3), pp.47-60. 
55 Ashenfelter, O. and Graddy, K. (2006). Art Auctions. In: V. Ginsburgh and D. Throsby, 
ed., Handbook of the economics of art and culture Vol. 1, 1st ed. Amsterdam: Elsevier North-
Holland, p.912. 
56 O Ashenfelter, O. and Graddy, K. (2006). Art Auctions. In: V. Ginsburgh and D. Thros-
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Before an auction sale takes place, a pre-sale catalog with the items on sale is pub-
lished by the auction house. This catalog includes information about the items, such as 
the title, the physical properties of the item58, the artist and his/her signature, prove-
nance, where it might have been exhibited and some published critiques of the paint-
ing.59 
The Various factors affecting supply. 
Supply of works of art works at many levels. Each work of art or antiquity offered is 
unique. Heterogeneity among art goods applies, thus the art market takes special 
forms among the interested buyers. A distinction between the supply of original works 
of art among collectors, dealers and art institutions and the supply of art, which a 
wholesale market produces in multiples at large-scale seems helpful.60 In the latter 
case, substitutability of art applies. 61Clients of massively produced art, such as hotel 
chains, buy it from the internet or specialized annual art fairs. 62  In the former case, of 
original works of art or antiquities, different rules apply. In the contemporary art pri-
mary market, artists may offer their works either through their studios directly or 
through intermediaries, such as dealers and galleries that represent them.63  
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The total supply of works of art is difficult to determine as they are not homogenous 
products but one of a kind. Thus, we can only account for works of art that are in the 
market for sale just a few times and not available in quantity. An artist during his/her 
lifetime creates a certain number of works. Thus, the supply of the original works of 
the artist will be constant when he/she dies. Therefore, we have a restriction on the 
total quantity of the works consisting the total supply that may or may not meets the 
demand. Once a work of art is purchased by a private collector, it may not re-enter the 
art market for quite some time. Consequently, the sale of a work of art to an individual 
consists of an opportunity cost to 
other interested buyers as none 
will be able to acquire it for a 
long time. That is, if and until the 
owner of the work of art decides 
to re-sell it. Various factors may 
affect the supply of works of art 
in the art market. The supply in 
the secondary market increases 
in times of financial crisis, debt or 
death.64 Two current examples 
are the sale of two Basquiat paintings by the actor Johnny Depp as he realized them as 
a substantial investment as he undergoes through a divorce.65 And after the musician, 
David Bowie's death in January 2016, his private collection of more than 400 works 
went on sale at an auction at Sotheby's in November 2016.66 The collection included 
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works by Henry Moore, Frank Auerbach, and Jean-Michel Basquiat. Thus, the supply of 
such works increased in the secondary market. 
Demand 
A basic requirement to buy works of art or generally start your own collection would 
be to have an income at disposal.67 But also the demand for works of art is determined 
by many and various factors, such as taste, prior exposure of an individual to art, 
his/her background and education.68 Income is a restricting factor as works of art can 
be really expensive for anyone to buy and therefore causing trouble in the entry into 
the art market.69 The demand of works in the art market is driven mostly by collectors, 
art dealers, art consultants, museums, art critics and art historians. Art critics and art 
historians can create tendencies in the preferences and tastes in the art market re-
garding the art itself. Moreover, collectors started being more active in the art world 
than only in the art market and having an impact in influencing tastes and preferences 
in art.70 Anonymity, regarding their collections, has started to fade off as they became 
more involved in building museums, giving loans or even curating exhibitions  of their 
own collections.71 Mega-collectors, another kind of collectors, appeared during the 
1980’s and due to their status in the art market as collectors, exhibitors, curators, and 
dealers, they are influencing tastes and prices of artists through their actions.72 De-
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mand for certain works of art may be also affected by the age of a work of art. The 
older the work of art the higher the costs of maintenance can be. As years have passed 
materials, used for making a painting for example, such as synthetic paints or the can-
vas, could withstand more the passage of time in contrast with older materials used 
before 1800’s.73 It is often the case that such works older than the 1800’s, are already 
exhibited in museums as they can provide for the necessary conditions much easier 
and probably cheaper.74 
Buyers of art act on their own reasons and values regarding art and therefore adjusting 
to the segment of the art market they are interested. Buyers of art may buy pieces of 
art because they want to decorate their own houses, they enjoy a specific artist or art 
movement, or a specific kind of work from this artist feels important to them and 
much more. For a fact, the individual’s income plays a great role in the art market en-
try and the amount of investing in art.75 Though, individuals’ knowledge and experi-
ence about art play a significant role in the total demand for the arts . The Quality of a 
work of art is difficult to determine if there is no knowledge of the certain artist and 
his/her works. Information costs management can vary from a buyer’s perspective and 
lead to different results. When a new and prospective buyer of art enters the art mar-
ket is possible to spend and invest a lot of time to find out what his/her preferences 
are but also if the purchases made are good and worthy.76 On the other hand, a new 
and prospective buyer of art may rely on art experts, art dealers and consultants to 
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guide them through the process and thus minimizing the information costs.77 Further-
more, prospective buyers of art can focus on already established artists and works of 
art by purchasing and reselling them, as most established works of art can be of high-
net value, whether the artist is dead or living.78 This has, as a result, the reinforcement 
of superstar phenomenon in the art world. It is worth mentioning that new artists may 
encounter difficulties as it is ambiguous if their works make it to the market, both fi-
nancially and aesthetically, and receive recognition by the art market and the art 
world. Buyers of art may also buy art for financial or societal reasons.79 Art can be con-
sidered, as mentioned before, as an investment or a financial asset of wealth, but also 
one can improve his/her status. Collectors of art can have an opportunity to join par-
ticular social groups and thus improve their status as individuals among the society.80 
The buyer may want to resell the artwork after its purchase, in order to gain profits.81   
A work of art can prove to be good as a hedge against inflation also. The supply of art 
products cannot always reach the demand as art is unique and there are no substi-
tutes. Therefore, there can be only one final buyer in a certain sale of a work of art. 
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Commercial Value 
The pricing process of an artistic good takes a lot of factors into consideration. The art 
market is an intense interactive environment where many players, events, institutions 
and much more react to each other to give an artwork a price. It is mostly through the 
interaction of the art market and the art world, but also many other factors will con-
tribute to the pricing levels. 
How the commercial Value of art is forged? 
Firstly, works of art can be valued by their physical properties. Most common physical 
properties are the size, its age, and the materials used. But also intangible properties 
of art may play a role as determinants for the price. Intangible properties of a work of 
art may be, the time consumed by the artist to create it, the level of skills for the work, 
the subject of the work of art. An important factor is the signature or in general who 
was the artist to make the work of art and its authentication.82 We have different peri-
ods that people were focusing more on each one of these factors and thus affecting 
the price. Meaning that the way of estimating a price was not always the same during 
the years. For instance, prices could be fixed beforehand depending on the cost of 
production or primarily depending on the subject and the content of a painting as the 
most important determinant of the price of the painting, as it was the case during the 
academic period in France.83 Depending on the size, the price increases at declining 
marginal rate with size.84 This is the case as it becomes more difficult finding space to 
hang it on your wall and therefore restricting a number of interested buyers. Usually 
big in size paintings are more suitable for museums and generally in exhibitions. In the 
current years, the authenticity of a work and the popularity of an artist are the most 
                                                 
82 Towse, R. (2011). A handbook of cultural economics. 1st ed. Cheltenham, UK: Ed-
ward Elgar, p.43.   
83 Towse, R. (2011). A handbook of cultural economics. 1st ed. Cheltenham, UK: Ed-
ward Elgar, p.43.   
84 Id., p.44.  
  -23- 
important determinants of a price. The work of art gains its value by its originality and 
the signature works as a guarantee of the quality of the work of art.85 It shows the cre-
ative process and thought that the certain artist has followed in creating his/her work 
of art.86 Through the interaction of experts on art, a work of art may gain credibility in 
which the economic value of the work of art depends on. A group of art experts, espe-
cially in auction houses sales, is assessing the value of works of art, before each sale. 
The art experts apart from examining the authentication status of a work of art a nd 
estimating conservation costs, they can provide a low and high estimation of the mon-
etary value of a work of art, thus assuring quality and a safe purchase.87 Although, this 
is not a standard process to establish quality and estimate an economic value to works 
of art. A number of random factors may take place to finally estimate its monetary val-
ue.88  
All these factors mentioned above may play a role in establishing a price for a work of 
art. But the truth is the final price is often different than firstly estimated, as all these 
factors are random elements that are not easy to predict an accurate price as each 
work, its provenance and sale are unique.89 The price of a work of art may vary on the 
place or time of the sale. Auction houses, especially in New York and London sell the 
most high-value artworks. One could say that depending on the value of the work of 
art it could become part of either domestic market or international market. The less 
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economic value, more likely the work of art to be part of the domestic market.90 Alt-
hough, the market has become more international and globalized, as much clientele 
can participate in sales from any part of the world through the internet, or intermedi-
aries and agents, thus decreasing the transaction costs.91 Furthermore, regarding the 
sale of a work of art, the place will affect the pricing process. Even though buyers could 
buy a work of art from anywhere in the world, the taste component in a particular 
country could be stronger compared to other places.92  That is taken into account not 
only by buyers of art but also from the sellers. Different variables such as inflation, in-
come, life events may affect the pricing process and act as random components in the 
pricing process.93 Life events relate to the uncertainty that overwhelms the art market 
as they are not predictable and can determine a pricing path for many types of works 
of art.  Being one of them is the death of an artist, where no longer new works of art 
by the same artist are produced, thus fixing the artist’s supply leading to increased 
prices due to demand.94 Regarding the popularity of an artist as a variable affecting the 
price levels of his/her works of art, there was an interesting study showing that as art-
ists who are more narcissists about their work, their works have better market per-
formance but also the artists are more productive.95 Moreover, the number of bidders 
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in auction houses will play a huge factor in the price of the sale as well the place and 
time of the sales. The more interested bidders for a work of art at an auction sale, the 
higher the price it can fetch due to increased competition between them. This has as a 
result that the final price of a work of art to be restricted by the income of the bidders 
as its price may not cap.96 Thus making the demand of a specific artwork prime deter-
minant, in each given moment, of the price. The willingness of the buyers to spend or 
invest in works of art, making the total demand, is subject to the reputation of the art-
ist, tastes, and preferences of the specific art. Prices of artistic goods are increasing in 
value depending on the number of exhibitions they were part of, who owns or owned 
them, and much more that can contribute to an established approval and a worthy 
status from the art world and the art market. A work of art will be valued more if it is 
part of a collection of an individual or a museum either public or private, rather than 
not owned by anyone.97 Collectors can give as a loan their collections to museums for 
temporary exhibitions. Consequently, the artist will gain extra exposure from the exhi-
bition. The fact that an influential collector owns a work of art by the specific artist will 
eventually contribute to the appreciation of the artist and may enjoy an increase in 
future prices. This is due to the taste which is created or enhanced through the credi-
bility and reputation of collectors and museums’ actions. Cultural awards and prizes in 
the art are increasing during the last years. Despite being correlated with monetary or 
non-monetary rewards, the fact that the work of the artist is receiving a prize, it gains 
a high amount of credibility in the art market. This has to effect an increase in prices, in 
the demand for the works of the artist, the attraction by the media, higher aesthetic 
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and symbolic value in the art world and therefore an establishment in it.98 All these 
can act in a multiplying effect, for example, a higher demand for the works of the artist 
can further cause an increase in the prices of his/her works.  
Implications to the Issue of Value and the Art itself. 
 
As mentioned above, art is merely seen as a commodity in the art market. Buyers of 
art may collect in a way that they truly seek to enjoy and admire art, while others may 
be interested only on the basis of art as an investment, hedge against inflation, or as 
an object that may grant you social status or acceptance in certain social circles. Or 
even as a new way to conduct business, like corporate collecting, so that the corpora-
tions can attract or reach certain high-net clientele for their corporation through exhi-
bitions or events and enhance their social and public image. A distinction in two cate-
gories of art may be in need. Art connected solely with commercial values and art as-
sociated with intrinsic values along the commercial values. In the latter case, the in-
trinsic values inherent to the works of art create aesthetic and social dividends. The 
artworks’ highest position is in a museum exhibition.99 There, it is open to the public 
and many can have access to it, but also the work gets a higher social status than being 
in a private collection or a corporate collection. In consequence, art will represent 
more effectively its public properties. Apart from a public good incorporated with in-
trinsic values, the work of art is part of transactions and market’s processes. At its time 
of the sale in an auction house, bidders will compete for acquiring a specific work of 
art. In galleries the work is placed there till a buyer is interested. This results in a repre-
sentation of the work of art as a commodity or purely as a financial asset rather than a 
good with intrinsic values as well. Thus, this distinction makes clear that many art-
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works may lose some of their important values when being part of 
high-net transactions. Many works from private collections may end 
up in a museum exhibition as a loan or a donation at some times, it is 
important to keep in mind that each time an artwork is exhibited the 
price may increase as its status changes.100 Not only art is a financial 
asset and investment made by individuals, it is also a part of business 
methods of increasing its value for profit. At the same time, though, 
art, as part of owners' wealth, may also enrich their cultural wealth. 
Buyers of art, each time they view a painting are going under a con-
suming process as any other product. Their knowledge, expertise, and 
taste may develop as they “consume” more art, thus increasing their 
cultural capital.101  This may have a series of effects in the community 
afterward. Art and money were always linked, but their roles to each 
other seem to have changed. Andy Warhol in his story was asking 
about what to paint among his circle in order to make himself known 
in the early 1960’s. The question from Andy Warhol’s friend to him, 
“Well, what do you love most?”, triggered Andy Warhol, as he says 
“That’s how I started painting money”.102  Money as currency may not 
have values except its exchange power, but art has, although it seems 
to be dependent on money and transforms itself from it. Art started to 
be more like a business and making a lot of profit. As the media were 
focusing primarily on the financial aspects of the art, art turned to be 
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more of a highly-monetary valuable good while neglecting its other virtues.  
Art’s Status in the Current Market. 
In the current market and capitalist society, it feels like money and the market over-
whelmed art and its virtues.103 Artist Ian Burn says: “What we have seen more recently 
is the power of the market to distort all other values, so even the concept of what is 
and is not acceptable as 'work' is defined first and fundamentally by the market and 
only secondly by 'creative urges."104 Although, money and the market can support the 
lives of many living artists, as this was not the case many years ago as a higher number 
of artists were often “discovered” by the market and the collectors after their death. 
The pricing of artworks depends on the demand. The more the buyers that are willing 
to pay a higher price for a work of art, the more value the work is getting, not only 
monetary, but also aesthetic value. Art experts and the media tend to concentrate and 
give the most recognition on works of art which account for large sums of money. 
Thus, the case of art’s selling status in the society extends to one focused on its com-
mercial values and making art more of a commodity and the art market something like 
a “fetish market” where everyone competes to get the most important works.105 On 
this issue, not only art may conceal some of its values but also artists’ work into their 
art is losing its virtues. Furthermore, collectors and in general buyers of art consider as 
a good indicator of the quality of a work of art the price. The higher the price, the bet-
ter quality of their purchase. Especially new and prospective collectors have the ten-
dency to rely only on price as an indicator of the quality of their purchase. They may 
neglect other factors such as the impact of the work of art to themselves and a possi-
                                                 
103 Kuspit, D. (2007). Art Values or Market Values? - artnet Magazine. [online] Art-
net.com. Available at:http://www.artnet.com/magazineus/features/kuspit/kuspit3-6-07.asp 
104 Velthuis, O. (2003). Symbolic Meanings of Prices: Constructing the Value of Con-
temporary Art in Amsterdam and New York Galleries,  Theory and Society, 32(2), pp. 181-215   
105 Mas-Colell, A. (1999), Should Cultural Goods Be Treated differently? Journal of  Cul-
tural Economics, 23(1), pp.87- 93   
  -29- 
ble connection with them, or even its context. As the market focuses on sales of art, it 
results in making art more of a commodity, neglecting its other nature, the one that 
creates aesthetic, social and personal value.106 According to Karl Marx, commoditiza-
tion of an object takes place when the commercial value is added to the objects which 
are not purely thought or estimated in economic terms.107 
Artists’ Labor Market. 
In many aspects, the labor market of artists has many differences compared to other 
labor markets. In this chapter, I will briefly examine the artists’ labor market and its 
possible effects on the art market in general.  
Artists’ Labor Incentives and Possible Consequences. 
The same distinction, as in the visual arts and performing arts, applies also here be-
tween visual artists and performers. Visual artists tend to work on different principles 
than performers. The former are often independent and self-employed, while per-
formers are often hired by enterprises and much more.108 Self-employment in the arts 
can give the satisfaction of creating your own works despite success and rewards. Even 
if the income may be lower than the average, one might enjoy working in the arts sec-
tor more by receiving benefits not correlated with monetary rewards.109 In spite of a 
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lower average income, artists’ labor decisions feel more fulfilling compared to other 
professions that may be purely utilitarian and routine.110 Furthermore, copyright law 
treats their works differently, thus giving them various incentives regarding their work 
every time.  Although many people can work in the arts labor market and produce 
copyrightable works, it does not mean that their work is the same as of an artist. Their 
production output would be different in terms of copyright, aesthetic criteria, and in-
trinsic value. Throsby relates the work of artists to the work of academics and re-
searchers in which non-monetary factors are considered a driving force behind artist’s 
decisions to participate in the art world.111 
Self-employed artists, often need to take secondary jobs along with their artistic work 
to support their income, fulfill their needs and to continue creating art.  Art may not 
meet their market expectations. Artists take a risk when they decide to sell. They 
might not meet their market expectations immediately, in a few years or never. The 
multiple job-holding is common among artists as there are too many risks involved.112 
Although, artists apart from secondary jobs they might take, they also support their art 
through private sources and public sources such as grants and subsidies for the arts . 113  
Unlike other labor markets, the artist’s income is not dependent on the hours spent on 
creating a work of art. As we have seen earlier the price of a work of art can be affect-
ed by various factors. Thus, affecting the total income of an artist. Hence, a choice has 
to be made from the artist to find another job to support their needs , including his art, 
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or continue with their art if the artist can fund his work by personal wealth. In this 
case, artists are part in two labor markets: the artistic where their incentives correlate 
with artistic and aesthetic values, and the non-artistic labor market, where income is a 
primary goal.114 Working hours do not have a direct effect on the sales of their works 
of art or their income. If the artist meets low demand from the art market, then pro-
duction of more works would have no effect on income.115 Moreover, selling the over-
supply of the works of the artist at a lower price is avoided, as the price in the art mar-
ket is a quality indicator of the artwork and the artist. Thus, damaging possible reputa-
tion, and increased prices in future.  
An oversupply of artists is the tendency today, making the competition in the art mar-
ket and art world harder. Moreover, more artists in total seem to be under-evaluated 
in the market in comparison to a few artists that dominate the market and the art 
world.116 The competition between them is not directly associated with their artistic 
goods. As the artistic goods are not substitutable between them, but unique and origi-
nal creations through their talent, creative thought, skills and are in limited supply. In 
contrast, the competition is between them, relating to the reputation and fame, cul-
tural awards, art prizes and market share, each of them being interdependent. Each 
artist could be an imperfect substitute for another.117 Such differentiation among artis-
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tic products on the market, consumer preferences, and taste makes the artists’ market 
a monopolistic competition.118  
Partnerships and Issues in Artists’ Career. 
The artist in his career develops various partnerships between galleries, dealers, mu-
seums and much more. Art can raise uncertainty regarding the demand and the sup-
ply. People are not interested in investing or purchasing art if it does not meet certain 
criteria, such as originality, emotional experience, but most of all to be an established 
and credible work of art. Although, artists may follow a different path until the art 
market acknowledges them. Informalities and anomalies may prevail in the artists’ 
output market. There are many galleries that seek young artists and may invest in 
them. Such galleries lack the financial capital in comparison to other, “commercial gal-
leries”, which may have ties to the media, art critics, high-net collectors and much 
more as they can prove helpful for national and international success.119 However, 
small galleries can provide incentives for a young artist to cooperate with them. The 
inconsistency here is that artists will act in a way not to establish themselves with the 
certain gallery. Because, when and if they become successful, it is more beneficial to 
the artists leaving the gallery and moving to a more successful gallery, in terms of 
monetary and non-monetary rewards,  rather than staying in the former gallery.120 
These galleries exist and agree to work on such terms as their goal is to acquire as 
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many possible works of the artists as possible at low prices.121 Hence, gathering works 
of art which are gaining value over time due to the artist’s progression in the art mar-
ket and the art world.  In general, these two types of galleries provide the artist differ-
ent and a variety of incentives. The first gallery has connections to the artistic commu-
nity, provide for the first shows of the artist while the commercial gallery has ties to 
the institutional mechanisms of the art market.122 The institutional mechanisms range 
from higher media coverage, interconnections with art critics  and collectors to muse-
ums. An established gallery would not want just any buyer for a specific work of art. 
They target specific buyers through qualitative criteria as to increase the artist’s repu-
tation, but also theirs, through their buyers’ status in the market and their actions .123 
Although, not all artists can make it to such galleries as there is a lot of screening going 
on before a gallery accepts an artist. 
 
                                                 
121 Santagata, W. (1995). Institutional anomalies in the contemporary art market. Jour-
nal of Cultural Economics, 19(2), pp.187-197. 
122 Bystryn, M. (1978). Art Galleries as Gatekeepers: The Case of the Abstract Expres-
sionists. Social Research, 45(2), pp. 390–408. http://www.jstor.org/stable/40970338 
123 Schönfeld, S. and Reinstaller, A. (2007). The effects of gallery and artist reputation 
on prices in the primary market for art: a note. Journal of Cultural Economics, 31(2), pp.143-
153. 
  -34- 
Legal Issues in Artists’ Supply Decisions and Labor Market. 
Copyright law extends to many goods such as books, paintings, photographs and so on. 
Artistic products are protected by copyright law if they are original. One of the main 
reasons of this is to protect the creators and in this case of the paper the visual artists’ 
economic and non-economic interests. Copyright law differs among countries and 
there is still much debate if it serves its goals today regarding the needs of artists or re -
examination of copyright law policy is at need. I will examine how copyright may inter-
fere with the economic decisions of artists.  
Copyright Issues 
First of all, copyright law protects original works of the artists and are intellectual 
creations of the artist. Copyright protects the artists’ work from unauthorized copying 
and grants the artist with rights over distribution, reproduction, public performance 
but also moral rights, such as attribution.124 Thus, the artist can have full control over 
his/her works when it is made available to the public or sale. Meaning, that the artist 
can authorize copies of his/her work for sale as is happening in many museums for 
example. Although, regarding visual arts, copyright protection feels lesser to the 
copyright protection of other artistic goods where the success of the artist relies on 
copies and a huge distribution system, such as musical records.125 Visual Artists and 
dealers depend on the sale of the original works. The copyright of a work of art does 
not transfer with its sale to an individual. Only some rights of copyright could transfer, 
but a need for a contract is present.126   
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The cost of creating a work of art can vary, depending on the idea, it’s medium and so 
on. On the other hand, the cost of creating copies for sale is small. The unauthorized 
copying or reproduction of a work of art could harm the visual artist’s potential extra 
revenues. As it can reproduce into commercial goods such as puzzles, mugs, posters 
and much more.127 But there are also some non-monetary benefits. The artist and the 
work of art gain exposure and reputation through the copies that call attention to the 
original work of art. In visual arts, the original work of art tends to matter the most 
regarding its sale. The price of copies is relatively closer to the production cost as it is  a 
cheap substitute and often a commercial good rather than a symbolic artistic good.128 
This can explain that copies do not have a huge impact on price for original works of 
art. Additionally, legislative costs for artists to enforce the law are high, making  it more 
difficult for artists to handle it. One issue 
stems also from forgeries, fakes and 
appropriation art which affects directly 
or indirectly the artists and their works 
of art. One case was Cariou v. Prince, in 
the United States. Although, the facts 
and the result of the case are not 
necessary in this paper, It is worth 
mentioning that the case was judged ac-
cording to the fair use doctrine that 
applies in the United States. Artist Richard Prince used and appropriated a number of 
photographs by Cariou and apart from any infringements that the court recognized, it 
had additional outcomes to the photographer Cariou. An exhibition by Cariou in a 
gallery canceled due to Prince’s exhibition at the Gagosian Gallery of his appropriation 
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art, as a similar exhibition has already been done.129 Buyers are willing to pay for 
original works of art. Forgeries and fakes could harm the buyer, not only as a waste of 
investment but also his/her reputation. Eventually, the whole market segment of the 
specific artist is affected as the risks increase and more research for authentication is 
needed to secure the purchases. Appropriation artists take already established work 
from other artists and create new works. This could have an effect on the artists’ 
exhibition, reputation, fame or eventually in the price of artworks. Many legal cases 
exist that favored either of the parties.  
 
Resale Rights 
A part of copyright, but distinct is the droit de suite or resale right. The resale right 
provides for artists and their heirs to enjoy future increases in the price of their works 
that they have already sold. The resale right works as a percentage (usually no higher 
than 5%) in the total price in any resale of the work of art.130 There were many cases 
where artists did not enjoy the “fruits” of their works. Many were selling them at lower 
prices before they meet success in the art world or even, they did not enjoy any of 
their success as they died before the art world acknowledged them as worthy artists. 
Such a case is the case of the painter Van Gogh. The resale right was introduced to deal 
with such cases and enable artists to enjoy the increases in the potential value of their 
works. One could also argue that the better performance the works of art are having is 
due to the progress of the artist and his total value as an artist. The resale right, in its 
nature, seems to help the artist maintain some economic incentives to constantly 
improve himself/herself and achieve greater things in the art world and specifically in 
the art market. Thus, by granting artists resale rights, the artists would want to 
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maintain and increase their reputation, as his/her early works could provide some 
extra income by their resales.131 On the other hand, economic issues arise with the 
resale right as it has an effect on the future work of an artist, fuels inequality between 
artists, and affects prices. Firstly, purchasers could reduce the price they pay by the 
total amount of the resale right percentage. The holders of the resale right would 
receive a percentage of the price after the resale of a work of art if only its above a 
certain amount of money. Artists would prefer to be paid now the total amount of 
money rather than lowering the prices and retain the resale right.132 In the end, artists 
would absorb the cost of resale royalties. Additionally, the resale right percentage 
discount from the side of purchasers could extend to all future sales by the artist or 
resales, leading to a total price decline in all artist’s works.  Moreover, one could argue 
that, as the resale right is not part of the legislation in many countries around the 
world, all sales could be transferred to countries without a resale right legislation, 
resulting in, less production and consumption of art.133 A solution to an artist living in a 
country or a state without a resale right legal regime would be to keep early works and 
benefit from them when he/she is valued more in the future. Under the circumstance 
that the artist has confidence of succeeding in the future or expects a least certain 
increase in his/her value. Inequality in the distribution system of market power, 
reputation and so on between artists extend to the resale right also. As resale right will  
be used only for the most in-demand artists that can fetch high prices. On the contrary 
other artists, as young and relatively new to the art market carry uncertainty risks that 
result in lower prices, not reaching the necessary limit for resale royalties . Concluding, 
the resale right might prove more efficient for great masters and most established 
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living artists in contemporary art, rather than the young and not yet established in the 
art market artists.134 Resale rights or droit de suite, instead of providing incentives for 
young artists to produce more works of art and therefore enhance their “cultural 
productivity”, and also be more active in the art market, it restricts them. As they 
cannot fully control the price mechanisms by their buyers, dealers and so on. Another 
measure they could take is an exhibition right. The exhibition right can work as an 
alternative to the resale right, as it will provide to artists royalties from the vis itors of 
their exhibitions. 135 According to professor Santagata, an exhibition right corresponds 
to other arts’ copyright exploitation such as the massively produced music disks  and it 
is more feasible, cheaper and fair to artists rather than the resale right.136 Also, a 
reinforcement of the art market could be possible, as more and more people could 
engage in the market such as entrepreneurs and thus allocating more resources and 
gaining profit. Furthermore, artists’ work would gain extra exposure to the publ ic. A 
more fair and effecient distribution system stems from an exhibition right rather than 
resale rights as artists could easier control this right but also have more participation 
and power with it.   
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Uncertainties and Risks in the Art Market 
The art market, especially the contemporary art market, is overwhelmed with uncer-
tainties regarding the artists’ works , but also extends to collectors, investors, and gen-
erally the purchasers of art. The arts are carrying high risks. A distinction between risk 
and uncertainty is set forward by Frank Knight in his book “Risk, Uncertainty and prof-
it”, risk can be measured and anticipated, while uncertainty is immeasurable and 
prone to unexpected events and forecasts.137 
Risks 
The art market incorporates risks in many levels. The art market during the last years 
became more regulated and thus trustworthy, but some art market segments, espe-
cially the contemporary art market, remain unregulated, based on informal rules lead-
ing the actors to take risks.  
Risks Regarding the Nature of a Work of Art as Property. 
First of all, as previously mentioned, art is unique and one of a kind. Buyers of art are 
interested in the first place because of that virtue of art. They would not spend lots of 
their money if they knew it was a copy, forgery, fake and so on. It is not rare that a 
forgery of a work of art or an unauthorized copy may circulate in the market, as the 
forger can have huge profit from it. Information risks regarding the authenticity and 
provenance were high some years ago, but also the costs in authenticating a work of 
art. Now more techniques are applicable to test if the works of art are original. But 
also, information costs to purchasers and investors in art were reduced as were 
minimized through the efforts of auction houses and various intermediaries to offer as 
many established information as possible.  Another aspect of risk is that when works of 
art are part of transactions, the buyer will pay money in order to acquire the property 
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rights of the work from the seller. If the seller does not own the work of art or does not 
have a legal claim in the work in general a problem arises. The need for establishing 
property rights into the work of art is crucial. Lots of works of art are part of thefts that 
a buyer may not know that the legal papers may prove disputable as they might have 
been forged. Older paintings of centuries ago, there is a chance they do not have a sig-
nature nor they are dated resulting in time and money costs for authentication.138 An-
other case would be that it is not clear who may own a work of art, for instance, after a 
divorce or inheritance. It is worth mentioning, that works of art carry another risk for 
interested buyers, as sometimes other individuals, people or even countries may have 
a legal claim in art.139 Lots of countries have export restrictions regarding their cultural 
objects and works of art.140 Apart from antiquities, ancient art or monuments that play 
a cultural and historical role in the countries, works of art of the last centuries can be 
considered important for the countries also. Although lots of treaties between coun-
tries, but also conventions were taken place regarding stolen art out of countries and 
their restitution and return to the original owners, the problem remains. For example, 
Nazi-looted art is often claimed by many.  Not all countries accept the laws of other 
countries. Moreover, the statute of limitations plays an important role. In such situa-
tions, all possible buyers of such art are advised to always check with databases of s to-
len art, require the official records of the work of art and much more. These risks men-
tioned above, all relate to property risks and legal issues regarding works of art into 
the market. 
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Risks of financial and non-financial aspects of art. 
Although risks often associate with negative views, art somehow depends on risk. The 
choice of artist to become an artist and supply the art market and the art world with 
his/her creative output is itself a type of risk-taking. The artist is not guaranteed by 
anyone to achieve success and recognition by the art world, neither does he/she know 
for sure what will happen in the future. All the artist knows, in the end, is to express 
himself. And this happens by taking risks, even if it seems the odds are against you. 
Painters, Mark Rothko and Adolph Gottlieb stated in their manifesto on art: “To us, art 
is an adventure into an unknown world, which can be explored only by those willing to 
take the risks”.141 Sometimes it takes greater risks to gain more. Innovation and 
creativity are essential to art because art needs to be new and reach new heights  even 
if it seems not to be accepted by many, at least in the beginning.  Thus, artists need to 
take risks as they cannot know for certain if their art will be a success  and recognized 
or not.142  
However, not only artists’ labor decisions are risky. In the art market, everything is 
subject to individual preferences, tastes, and unexpected events. Therefore, the 
artists’ works are susceptible to an overvaluation or undervaluation of their total value 
by the art world and the art market in the course of time. A work of art could be 
undervalued or overvalued in its extrinsic, financial value by the art market but also in 
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its cultural, symbolic, intrinsic value.143 As a work of art cannot be valued only through 
the skills of the artist impeded in the work of art, the physical properties such as the 
materials used, the time consumed in creating and so on,  it proves difficult to provide 
an accurate estimation of its total value. Works of art are impeded with aesthetic, 
cultural and symbolic values but also subject to taste, preferences and even emotions 
of individuals concerning works of art. The risks concerning the misvaluation of works 
of art may extend to the whole oeuvre of an artist, leading to misinformation about 
the truly applicable value of the works of the artist. Furthermore, the misvaluation can 
spread to the purchasers, rendering their acquirements and investments risky. In 
regard to the market for works of art, art carries risks that you do not find in other 
types of exchange markets or investment markets. As mentioned above, art 
corresponds to particular preferences and tastes. That means that certain buyers 
consist the total demand for specific works of art. Specifically, in the resale art market, 
time can prove to be an obstacle to creating the necessary conditions for resale and 
profit. Another factor playing a role is that you can never know when it is the right 
time to sell as there are not available information to give you the maximum price it can 
fetch at any particular moment. But also patience seems crucial as the potential buyer 
will not probably appear soon and just buy the work of art.144 To make things more 
complex, buyers will also be taking a risk at the time they discover an artistic good, as 
they may not have enough time to conduct proper research resulting in 
mismanagement of information.  
Uncertainty in the Art Market. 
Uncertainty as explained briefly above, cannot be measured either controlled. From 
the point of view of art as a good inherent with intrinsic values, one cannot fully meas-
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ure the value of art. But also art appreciation and value are dependent on the for-
mation of tastes. Preferences and tastes are difficult to manage and measure as the art 
market is heterogeneous in nature and all works of art are unique compared to other 
goods. Intrinsic values incorporated in art make the demand of works of art to contrib-
ute to the uncertainty that exists in the art market. The art market is prevailed by so-
cial constructions and price acts as a quality indicator of a work of art, instead of fully 
capturing a price coherent with the total value of the work of art.145 Artists cannot fully 
realize their skills but also those who support him/her, such as a gallery, cannot guar-
antee success in the future.146 All happen by taking a risk and often gamble through 
the artist’s path. Uncertainties may exist in the choices and decisions of the artist re-
garding the creation of the work, or from the business side the selection of artists by 
dealers and galleries in which they will represent.147  Thus, not only the demand but 
also the supply of art may be flowing with uncertainty and overwhelmed by informa-
tional asymmetries.148 An artist would have to build a path into his/her success 
through his/her reputation, exposure of the works, sales and so on that may work 
beneficial to him/her. This may happen through more exhibitions, starting from lower 
places, such as a local gallery and end up to the most prestigious museums around the 
world. Art prizes and awards are definitely going to help the artist to create a credible 
environment around him/her. Even though, all these cannot guarantee that an unpre-
dictable event will not diminish his/her success. Buyers of art, have to obtain cultural 
knowledge and information prior to any purchase in an artist or art movement. If they 
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were to change their taste or looking to invest in another kind of art, then they would 
be suffering switching costs due to the uncertainty.149 The art market, in general, can 
be affected by political events also. Brexit is a recent example. The art market, espe-
cially regarding the auction houses, in the United Kingdom, can be affected by various 
import taxes in European Union countries, or the fluctuations in the pound.150 Public 
policies, government subsidies, and tax matters always found their way in the art mar-
ket. There is a debate if the art market needs higher, lower or even at all public  and 
government support and subsidies to ensure cultural productions and a cultural life. 
Some arguments in favor of public support for the arts are that art can serve as higher 
education and stimulation in the children’s education, for example, a visit to a muse-
um, but also art as a public good can provide more social benefits to people and en-
hance the local economy by bringing more visitors and tourists.151 Furthermore, tax 
incentives in the arts can prove beneficial as much of the government support can be 
transferred to the private domain.152 By doing so, new partnerships and business mod-
els can be developed among artists, galleries and in general entrepreneurs having, as  a 
result, an economic stimulation in the arts. Furthermore, museums will be able to re-
ceive more donations if there are tax-exemptions. Public support of the arts can have 
lots of beneficial externalities in total and may encourage new ways of dealing with art 
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and reducing uncertainty, at least in the domestic art market. On the contrary, public 
support can augment the problem of risks, uncertainties and low incomes of artists by 
making the entry in the art market more attracting to other, new artists, thus getting 
the art market where it was.153 
 
Competition Issues in the Art Market. 
In the contemporary art world and the art market, we always see a few artists earning 
the credits and highlights of the year. As mentioned before, the supply of visual works 
of art is high. It seems like there is a rather unfair distribution in the art market as the 
majority of the artists internationally take less  compared to others. even if objective 
criteria were to be taken into account, such as talent. 154A kind of winner-take-all mar-
ket situation where the ‘stars’ works of art of the visual arts are getting all the atten-
tion.155 However, this characterization applies better to the performing arts, as mass 
scale productions are at ease and can reach a global audience, such as a new music 
album. In the art market’s demand side, though, as uncertain may it be, all would like 
to be taking safer risks. That is acquiring works of art that their value will not be prone 
to decline or a work of art already acknowledged by the art market and the art world. 
The art market is a market where cultural consumption, communication, and 
knowledge are significant determinants in creating trends in it. Thus, creating artists 
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always on the highlight of the art world, the art market, and the media and leaving 
others lower in the hierarchy and lesser income.156   
Concerning partnerships with dealers and contemporary artists, art dealers are always 
trying to find what is worth and in trend at the time. Building connections in the art 
world are one of their primary goals, as otherwise they could not promote artists and 
in general art in order to do business. If an established art dealer discovers a new and 
young artist that finds in him or her potential, soon, after some success, many other 
art dealers will follow for free the initial dealer’s decisions and business models  and in 
the end they will cooperate with artists with a similar style and type of art. 157  By free, 
I mean that the dealers will not have any significant costs as the initial art dealer, such 
as the research costs concerning the trends or the initial promotion of the type of art. 
This will result, in an increasing supply of such art in the competitive market, with a 
declining process of prices, except if one of the artists go on a celebrity-like phase 
through exhibitions, high net sales and so on, and allows him to almost go into a mo-
nopoly regarding his works of art in the art market. Moreover, artists tend to concen-
trate on dealers and galleries that attain a higher success rate. Thus allocating the best 
artists in a few galleries and dealers, resulting in loss of artists by the dealers with less  
success rate.158  
There are many kinds of galleries and competition may be stiff between them in ways 
to develop their clientele. High art galleries are one of the gatekeepers, which ensure 
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that works of art make it to the art market.159 Therefore, a development of aesthetic 
value accompanied by high prices is the outcome of the processes of high art galleries. 
However, there are many galleries, trying to follow such business models, but have to 
distinguish themselves at the same time, otherwise they will be in competition with 
the high art galleries. Such competition would not allow them to work in optimal levels 
due to various reasons, such as the financial capital.  Such galleries, thus have to com-
bine a mixture of the practices of high-art galleries that makes them credible and 
trustworthy in the art market and practices that separates them from the high art 
world.160 In a more general framework of the mechanisms of galleries, the competition 
between them has a big influence on the price levels of artworks. Taking into account 
all of the factors that may contribute to pricing an artwork, they also bear in mind the 
tendencies of other galleries.161  In the present day international art market, new net-
works seem to take place in the form of art fairs.  A network in which, all the partici-
panting galleries, dealers, artists, collectors and much more in the art fair are concen-
trated and connects all of them.162 First of all, to get into an art fair as a business or 
artist you may have to pass through a selection process and also endure some financial 
costs for participation, as spaces are limited. In an art fair competition is high and after 
all, you are there to conduct business.163 Art fairs are an important gatekeeper in the 
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contemporary art world and the art market. This is due to the huge attention it re-
ceives internationally and attracts many visitors, both from the art world and art mar-
ket, such as influential collectors, as well visitors just interested in art. The most known 
art fairs are the Frieze Art Fair in London, The Armory Show in New York, the Art Basel 
in Basel and the Art Basel Miami Beach.164 Through cultural consumption, cultural 
communication and general interaction between the attendants but also the exposure 
of the galleries, essentially the works of art receive establishment from the art world.  
This may lead to an increase in the evaluation of artists and at some point increasing 
the prices of works by the certain artists, depending on the magnitude of the art fair 
and reach in the international market. This is important for contemporary artists, as it 
is more difficult to establish your status as an artist through more traditional ways of 
evaluation processes. However, galleries and artists are competing to get into an art 
fair and may bear high financial costs that may cause entry barriers, to galleries  with 
less resources for example.  Furthermore, galleries can observe how other profession-
als work and adapt their business models. Collectors in art fairs  also have the chance 
to maximize efficiency, by seeing the trends in the art market, upcoming or not, com-
pare the works of art presented and buy.165  As nowadays, collectors may find time-
consuming visiting galleries looking for art. 166It is worth mentioning, that despite art 
fairs associating with sales of works of art, they are also perceived as an exhibition 
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sharing aesthetic values. Thus incorporating the values of the art world altogether and 
creating an international scene beyond the art market.167  
Art fairs are a big phenomenon of the globalization and internalization of the art mar-
ket. Though, the internet also played an important part in this process. The Internet 
facilitates the connection and communication of all regional and domestic markets in-
to one, an international one. Information is widely available and has reduced infor-
mation and research costs across the art market. Additionally, it helps artists, galleries, 
and media that cover art events expand geographically to a greater amount of audi-
ence and costumers around the world. Moreover, the internet decreased promotional 
and marketing costs of galleries and introduced new opportunities for ways to conduct 
business.168 But also, increased risks, such as, most commonly, buying art of inferior 
quality through the internet from galleries that lack credibility.169 The art market was 
traditionally secretive, opaque and with the globalization, it started being more trans-
parent. From the point of view of the already established galleries globalization 
opened up the horizons for innovative entrepreneurship and a possible larger clien-
tele. However, they lack the face-to-face sales where galleries and customers could 
develop a personal relationship regarding the exchanges of art. It is more challenging 
for smaller galleries to react to such models, as there are too many entry barriers.  
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Conclusions. 
In this paper, I examined the structure of the art market and the evaluation processes 
of art that take place in the art world and the art market through the interaction of key 
players, institutions, artists, and much more. The contemporary art market is more 
than a complex market due to many factors. This raises difficulties in predicting a pos-
sible outcome, estimating an accurate price worthy of the truly applicable value of a 
work of art, or even follow a certain strategy to success, either for artists or business-
es. Although one has to take into account all these factors, there is always the uncer-
tainty that prevails in the art market regarding transactions of works of art, artists’ ca-
reers and the business market. After all, the creation of art is a  risk, overwhelmed by 
uncertainty, taken by the artists, in today’s context and circumstances. If the risks 
prove to be a success, that will extend to the artist, to those who represented him and 
those who own works of art by him and supported him through the early purchases. 
Perhaps a future research, in associating risks, success rates, financial returns and 
forms of competition between the actors in the art market, as well, taking into account 
further factors of non-economic nature, especially the taste components, could better 
explain some tendencies in the evaluation of the visual arts  today. In conclusion, 
through the examination of areas of the art market and issues that emerged, all seem 
to augment an inequality between artists and an unfair system of distribution of reve-
nues, recognition and rewards by the art market. The evaluation system regarding the 
works of art is biased. An undervaluation of an artist by the art market can extend to 
the artist himself in doubt of his/her work as an artist. Although, such an evaluation 
raises questions about the art we appreciate and admire. Given the inequality be-
tween artists regarding the distribution of revenues in the international arena, innova-
tions in the competitive processes may be crucial. Through new ways of competition 
and fewer entry barriers by the intermediaries, a fairer system could emerge where 
more and more artists could be promoted and have a better success rate rather than 
just a failure in the market. But also more values and cultural diversity could be pro-
moted.  
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